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FARM  COSTS  STUDIES 

This  report  is  part  of  a continuing  nationwide  study  of  costs  and  returns  on 
connmercial  farms  and  ranches  by  type  and  size  in  some  of  the  important 
farming  regions  of  the  United  States.  The  study  is  conducted  under  the  general 
supervision  of  Wylie  D.  Goodsell,  Farm  Production  Economics  Division, 
Economic  Research  Service.  Objectives,  methodology,  procedure,  and  terms 
are  uniform  for  all  areas  covered  in  the  study. 

The  1963  costs  and  returns  studies  have  been  conducted  on  the  following: 

Dairy  Farms,  Northeast  and  Midwest 
Corn  Belt  Farms 

Egg-Producing  Farms,  New  Jersey 

Broiler  Farms,  Maine,  Delmarva,  and  Georgia 

Cotton  Farms 

Tobacco  Farms,  Coastal  Plain,  North  Carolina 
Tobacco-Livestock  Farms,  Bluegrass  Area,  Kentucky 
Wheat  Farms,  Plains  and  Pacific  Northwest 
Western  Livestock  Ranches 

Summary  statistics  for  all  types  of  farms  in  the  study  are  presented  in  a 
report,  revised  annually.  The  latest  such  report  was  published  in  1963  and  is 
titled:  "Farm  Costs  and  Returns,  Commercial  Farms,  by  Type,  Size,  and 

Location, " Agriculture  Information  Bulletin  No.  230,  Revised,  1963. 

Information  on  the  studies  canbe  obtainedfrom  Farm  Production  Economics 
Division,  Economic  Research  Service,  U.S.  Department  of  Agriculture, 
Washington,  D.C.,  20250. 
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COSTS  AND  RETURNS 
COMMERCIAL  DAIRY  FARMS 
NORTHEAST  AND  MIDWEST,  1963 


David  E.  Cummins,  Agricultural  Economist 
Farm  Production  Economics  Division,  ERS 


INTRODUCTION 

Net  farm  incomes  in  1 963  on  typical  dairy  farms  in  the  Central  Northeast 
and  Midwest  ranged  from  16  percent  higher  on  Northeast  dairy  farms  to 
10  percent  lower  than  in  1962  on  eastern  Wisconsin  grade-A  dairy  farms 
(fig.  1 and  2).  Farm  production  was  higher  on  all  5 types  of  farms,  pri- 
marily because  of  increased  production  of  milk  and  grain.  Grain  yields 
averaged  higher  on  all  dairy  farms,  but  hay  yields  were  lower  on  Midwest 
dairy  farms  (table  1).  Prices  received  in  1963  for  products  sold  were 
unchanged  to  3 percent  lower.  Prices  paid  for  goods  and  services  used  in 
production  continued  their  upward  trends  on  all  of  these  farms. 


SPECIALIZED  DAIRY  AREAS 


Central  Northeast 

Net  farm  income  per  dairy  farm 
in  the  Central  Northeast  was  $4,068 
in  1963,  compared  with  $3,492  in 
1962.  This  increase  was  the  result 
of  greater  net  farm  production, 
since  prices  received  for  products 
sold  remained  unchanged  from  1962 
to  1963.  Cattle,  calf,  and  poultry 
product  prices  declined  slightly, 
whereas  prices  received  for  fluid 
milk  averaged  the  same  in  both 
years.  Approximately  98  percent  of 
cash  receipts  on  these  farms  is 
from  the  sale  of  milk  (table  2). 

Net  farm  production  increased 
more  than  4 percent  in  1963,  as 
crop  yields  were  up  more  than  8 
percent  from  a year  earlier.  In  ad- 
dition to  increases  of  about  6 percent 
in  both  milk  and  grain  production, 
total  production  of  hay  equivalents 
(hay  and  corn  silage)  increased  15 


percent,  largely  because  of  a rise 
of  about  19  percent  in  per  acre  hay 
yields  in  1963.  A 6-percent  increase 
in  the  quantity  of  milk  sold  per  farm 
accounted  for  the  rise  in  total  cash 
receipts. 

Total  cash  expenditures  rose  $764 
per  farm,  mainly  because  of  in- 
creased purchases  of  production 
items . Prices  paid  were  only  slightly 
higher  than  in  the  previous  year. 
Total  feed  expense  was  $557  higher, 
as  livestock  numbers  and  feeding 
rates  continued  to  increase.  Operat- 
ing expense  per  unit  of  production 
continued  upward  in  1 963,  despite  in- 
creased production. 

Total  value  of  capital  investments 
on  Central  Northeast  dairy  farms 
was  a record  high  of  $43,400  per 
farm  on  January  1,  1963,  an  in- 

crease of  $800  from  a year  earlier. 
The  value  of  land  and  buildings  rose 
$1,000,  primarily  because  of  a 3- 
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Figure  2 


percent  increase  in  the  estimated 
per  acre  market  value  of  land.  Total 
value  of  livestock  per  farm  dropped 
$700  from  January  1,  1962,  because 
of  lower  values  per  head. 

The  marked  increase  in  1963  in 
net  farm  income  resulted  in  a return 
per  hour  to  farm  operator  and  family 
labor  of  42  cents,  compared  with  28 
cents  in  1962  and  66  cents  in  1957- 
59. 

Eastern  Wisconsin,  Grade-A 

Net  farm  incomes  in  1963  on 
grade-A  dairy  farms  in  eastern 
Wisconsin  averaged  $5,725  per 
farm,  nearly  10  percent  lower  than 
in  1962  and  about  8 percent  above 
the  1957-59  average.  The  decrease 
was  due  mostly  to  a reduction  of 
12  cents  per  hundredweight  from 
1962  in  the  average  price  received 
for  fluid  milk  and  lower  prices  re- 


ceived for  livestock.  Milk  production 
per  cow  and  per  farm  were  higher 
in  1963.  Grain  production  was 
greater,  but  hay  production  was 
considerably  lower  because  of  a 21 
percent  drop  in  hay  yields . Net  farm 
production  rose  about  2 percent  in 
1963. 

Prices  paidfor  goods  and  services 
used  in  production  continued  to  in- 
crease and  were  a record  high  in 
1963.  Both  total  cash  expenditures 
and  operating  expense  per  unit  of 
production  increased  more  than  3 
percent. 

Total  value  of  capital  investments 
on  these  dairy  farms  reached  a rec- 
ord level  of  $67,680  per  farm  on 
January  1,  1963,  rising  $940  from  a 
year  earlier.  Capital  invested  in  land 
and  buildings  remained  about  the 
same  as  in  1962,  but  investment  in 
machinery  and  equipment  and  other 
assets  increased. 
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Table  1.-  Organization  and  production,  commercial  dairy  farms,  specified  locations,  1962  and  1963 
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Table  2.-  Receipts  and  expenditures,  commercial  dairy  farms,  specified  locations,  1962  and  1963 
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The  10  percent  lower  netfarm  in- 
come, coupled  with  a slight  increase 
in  the  capital  charge,  reduced  the 
return  per  hour  to  operator  and 
family  labor  to  49  cents  in  1963  from 
65  cents  in  1962.  The  1963  return 
per  hour  to  labor  was  about  30  per- 
cent below  the  corresponding  return 

in  1957-59. 


Eastern  Wisconsin,  Grade- B 

Net  farm  incomes  on  grade-B 
dairy  farms  in  eastern  Wisconsin 
averaged  $3,128  per  farm  in  1963, 
about  the  same  as  in  1962  (table  3), 
and  about  23  percent  above  the  1957- 
59  average.  A slight  increase  in 
the  average  price  received  for 
manufacturing  milk,  accompanied  by 
a 2-percent  increase  in  the  quantity 
of  milk  sold  per  farm,  prevented  a 
substantial  reduction  in  total  cash 
receipts  and  net  farm  income  in 
1963.  Receipts  from  cattle,  calves, 
and  hogs  were  lower  in  1963  pri- 
marily because  of  lower  livestock 
prices . 

Net  farm  production  increased 
about  2 percent,  even  though  crop 
yields  averaged  more  than  5 per- 
cent lower  than  in  the  previous  year. 
Grain  yields  were  higher  in  1963  but 
hay  yields  were  substantially  lower. 
Increases  in  milk  and  grain  produc- 
tion more  than  offset  a 13-percent 
decrease  from  1962  in  roughage 
production. 

Total  cash  expenditures  were  up 
in  1963,  primarily  because  of  higher 
prices  paid  for  goods  and  services 
used  in  production.  Crop  production 
expenses  and  taxes  increased  most. 

Total  value  of  capital  invested 
per  farm  as  of  January  1,  1963, 
increased  slightly  from  a year 
earlier  to  a record  high  of  $44,800. 
Livestock  was  the  only  investment 


category  that  decreased  in  value 
from  January  1,  1962.  This  was  due 
to  lower  livestock  prices  in  1963. 

Western  Wisconsin,  Grade-B 

Net  income  per  farm  in  1963  on 
grade-B  farms  in  western  Wisconsin 
was  estimated  to  be  $4,640.  This  is 
an  increase  of  nearly  4 percent  from 
1962  and  about  37  percent  above  the 
average  for  1957-59.  Prices  re- 
ceived in  1963  averaged  slightlybe- 
low  a year  earlier.  Milk  and  corn 
prices  were  higher,  but  prices  re- 
ceived for  most  other  farm  products , 
particularly  hogs,  were  lower.  Total 
cash  receipts  per  farm  were  higher, 
primarily  because  of  increased 
marketings  of  milk  and  livestock. 

Net  farm  production  increased 
4 percent  in  1963,  even  though  crop 
yields  averaged  3 percent  lower. 
Increases  in  milk  and  grain  produc- 
tion were  largely  responsible  for 
this  rise.  Milk  production  per  cow 
and  per  acre  yields  of  grain  were 
both  higher  in  1963.  Production  of 
roughage  dropped,  primarily  be- 
cause hay  yields  averaged  9 percent 
lower  than  the  record-high  yields  in 
1962. 

Total  cash  expenditures  in  1963 
were  up  about  5 percent,  primarily 
because  of  increased  purchases  of 
production  inputs.  Prices  paid  for 
these  inputs  increased  only  slightly. 
Total  feed  expense  was  up  about  7 
percent,  and  expenditures  for  ma- 
chinery, crop  production  items,  and 
taxes  increased  about  5 percent. 

Total  value  of  capital  invested 
per  farm  on  these  grade-B  farms 
was  a record  high,  $37,410  on  Jan- 
uary 1,  1963,  an  increase  of  $1,370 
from  a year  earlier.  Increases  in 
the  value  of  land  and  buildings  ac- 
counted for  nearly  all  of  this  rise. 
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: Central  : Eastern  Wisconsin  dairy  : Western  : Southeastern 

: Northeast  : : Wisconsin  dairy,  : Minnesota 

Item  : dairy  : ^ 3 : Grade  B : dairy-hog 
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Note:  Information  presented  here  is  on  an  owner-operator  basis  primarily  for  comparability  between  type?  of  farms.  Net  farm  income  is 
the  return  to  operator  and  unpaid  members  of  the  family  for  their  labor  and  management  on  the  farm  and  return  to  total  capital.  No  allowance 
has  been  made  for  payment  of  rent,  interest,  or  mortgage. 


The  return  per  hour  to  farm 
operator  and  family  labor  and  man- 
agement in  1963  was  64  cents, 
compared  with  63  cents  in  1962  and 
52  cents  in  1957-59. 


Southeastern  Minnesota,  Dairy-Hog 

Net  farm  incomes  in  1963  on 
dairy-hog  farms  in  southeastern 
Minnesota  averaged  $4,358  per  farm. 
This  was  a slight  decrease  from 
1962  and  about  1 0 percent  higher  than 
in  1957-59.  Prices  received  for 
manufacturing  grade  milk  and  for 
cattle,  calves,  and  hogs  averaged 
slightly  lower  than  in  1962.  Hog  and 
calf  prices  decreased  $1.40  and 
$1.30  per  hundredweight,  respec- 
tively. 

Net  farm  production  rose  about  7 
percent  in  1963,  mostly  because  per 
acre  crop  yields  increased  about  7 
percent  from  a year  earlier.  Milk 
production  increased  slightly  and 
grain  production  increased  about  20 
percent,  primarily  because  of  slight 
increases  both  in  cows  milked  and 


milk  production  per  cow  and  an  in- 
crease of  14  percent  in  corn  yields. 
Hay  yields  were  lower,  causing  a 
slight  reduction  from  1962  in  total 
roughage  production. 

Total  cash  expenditures  increased 
in  1963,  mainly  because  of  higher 
prices  paid  for  inputs.  However, 
operating  expense  per  unit  of  pro- 
duction dropped  nearly  3 percent. 
This  was  caused  by  a substantial 
increase  in  net  farm  production. 

Total  value  of  capital  investments 
on  these  dairy-hog  farms  reached  a 
record  high,  $55,730  per  farm  on 
January  1,  1963,  an  increase  of 

$1,910  from  a year  earlier.  In- 
creased value  of  land  and  buildings 
accounted  for  79  percent  of  this 
increase. 

The  combined  net  effect  of  a 
greater  labor  input,  a lower  net  farm 
income,  and  a higher  capital  charge 
in  1963  resulted  in  an  average  re- 
turn of  33  cents  per  hour  to  farm 
operator  and  family  labor.  This 
compares  with  returns  of  38  cents 
in  1962  and  47  cents  in  1957-59. 


AREAS  IN  AGGREGATE  ^ 


In  the  aggregate,  dairy  farms  in 
these  two  major  milk  production 
areas  continued  to  increase  in  size 
in  1963  (2  percent),  as  smaller 

producers  ceased  operating  and 


their  farms  were  absorbed  by  the 
remaining  producers.  An  average 
of  94  acres  of  cropland  was  har- 
vested per  farm  in  1963,  a 2-acre 
increase  from  1962,  Harvested 


To  describe  the  organizational  and  financial  changes  from  year-to-year  on  these  dairy 
farms  as  a group,  a system  of  weights  was  constructed,  using  1959  U.S,  Census  of  Agricul- 
ture data.  The  weights  were  based  on  the  number  of  commercial  dairy  farms  in  each  of  the 
areas  represented  by  each  of  the  five  typical  dairy  farms.  These  typical  commercial  dairy 
farms  fall  into  census  economic  classes  I-IV,  which  define  a minimum  total  value  of  farm 
product  sales  of  $5,000  per  farm..  The  upper  limit  on  the  value  of  sales  per  farm  is  not  speci- 
fied. Economic  classes  I-IV  include  about  76  percent  of  all  of  the  commercial  dairy  farms 
in  each  of  the  five  areas  represented.  The  number  of  dairy  farms  has  decreased  since  1959, 
but  it  is  assumed  that  the  decrease  has  been  proportional,  exerting  little  effect  on  the  weights 
assigned.  The  weights  are:  Central  Northeast,  39.0;  eastern  Wisconsin  grade- B,  19.0; 
southeastern  Minnesota  dairy-hog,  17.0;  western  Wisconsin  grade-B,  16.0;  and  eastern  Wis- 
consin grade-A,  9.0. 
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acreage  in  grain  and  in  forage  (hay 
and  corn  silage)  increased  3 per- 
cent. Total  animal  units  (A.U.'s) 
per  farm  increased  slightly  from 
1962,  and  the  ratio  of  cropland  acres 
harvested  per  A.U.  remained  at 
about  2.35. 


Net  farm  income  per  farm  rose 
from  $4,000  in  1962  to  $4,184  (table 
4),  and  was  about  8 percent  higher 
than  in  1957-59.  Prices  receivedfor 
farm  products  averaged  slightlybe- 
low  a year  earlier,  and  the  ratio 
between  prices  received  and  prices 
paid  continued  to  decrease  from 
93  in  1962  to  92.  The  weighted 
average  price  received  in  1963  for 
both  fluid  and  manufacturing  milk 
was  about  the  same  as  a year  earlier, 
but  livestock  prices  declined.  Beef 
cattle,  calf,  and  hog  prices  dropped 
63  cents,  76  cents,  and  $1.39  per 
hundredweight,  respectively.  Crop 
and  poultry  product  prices  were 
about  the  same  to  higher . Total  cash 
receipts  per  farm  increased  slightly 
in  1963,  despite  lower  average 
prices.  The  quantity  of  milk  sold  in- 
creased. 


Net  farm  production  increased 
more  than  3 percent  in  1963,  and 
was  21  percent  above  the  1957-59 
average.  A greater  number  of  cows 
milked  in  1963  and  an  increase  of 
150  pounds  in  milk  production  per 
cow  resulted  in  an  increase  from 
1962  of  4 percent  in  milk  production 
per  farm.  Milk  production  per  farm 
in  1963  was  31  percent  greater  than 
in  1957-59.  Crop  yields  generally 


were  above  those  in  1962.  Yields  of 
the  principal  grain  crops  (corn  and 
oats)  were  higher  in  1963,  con- 
tributing to  an  increase  of  nearly 
11  percent  in  total  grain  production 
per  farm.  Production  of  roughage 
per  farm  increased  slightly,  despite 
generally  lower  hay  and  silage 
yields . 

Total  cash  expenditures  per  farm 
increased,  primarily  because  of 
greater  quantities  of  inputs  pur- 
chased. Prices  paid  for  goods  and 
services  used  in  production  averaged 
slightly  higher  in  1963.  Expenditures 
for  major  items--feed,  farm  ma- 
chinery, buildings,  and  taxes --were 
up  nearly  6 percent.  Operating  ex- 
pense, per  unit  of  production  crept 
upward  in  1963,  despite  considerable 
increases  in  milk  and  grain  produc- 
tion, However,  physical  production 
efficiency  (production  per  unit  of 
input  measured  with  production  and 
cost  at  constant  prices,  1957-59= 
100)  increased  2 percent  from  1962, 
and  was  a record  high. 

Total  value  of  capital  investments 
per  farm  as  of  January  1,  1963, 
averaged  $46,940  compared  with 
$45,960  in  the  previous  year  and 
$37,470  in  1957-59.  Increased  value 
of  land  and  buildings  accounted  for 
about  83  percent  of  the  increase 
from  1962. 

Return  per  hour  to  farm  operator 
and  family  labor  increased  from  37 
cents  in  1962  to  41  cents  in  1963. 
The  1963  return  per  hour  was  11 
cents  below  the  1957-59  average. 
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Table  4.-  Organization,  production,  income,  and  related  data,  five  commercial  dairy  farms,  in  the  aggregate,  1962  and  1963 


CO 

vO 

O' 


00 

00 


o 

00 

O' 


o^ 

00 

vO 


^ ^ 00  fO  00 

CNJ  fO  o O O' 


\o  m 

CN  O O O' 


c 

ro 


^ o 

o -o 

Q 


O 

T3 


O 

TJ 


T) 

C 

0) 

a 

X 


'O 

c 

<d 

>s 

<D 

C 


u 

u 

c 

•pH 

3 

T3 

• 

3 

•H 

-X 

3 

w 

X 

CL 

o 

E 

X 

oo 

CO 

c 

o 

L4 

3 

>% 

c 

4-1 

4J 

3 

3 

U 

•pH 

o 

o 

CO 

4-4 

O 

O 

■3 

3 

3 

JJ 

3 

00 

> 

(/) 

pH 

c 

•pH 

3 

c 

•H 

W 

3 

3 

3 

3 

O 

JJ 

X> 

o 

3 

O 

c 

H 

> 

O 

o 

H 

M 

<r 

m 

00 

O 

00 

CM 

M3 

O' 

O' 

• 

o 

r- 

O' 

•O 

CM 

\0 

m 

C 

0) 

o. 

X 

<u 

00 

c 


o 

H 


o 

*o 


M 

o 

<d 


o 

"O 


c 

3 

4-> 

a» 


u 

3 

O 

u 

Q) 

a 

c 

3 

jj 

0) 


0) 

E 

3 

C 

X 

0) 

TJ 

c 


c 
o 

C -H 

o -tJ 

•H  U 
3 

O 'O 
3 O 

o a 
u 

D.  ^ 

E -H 
u e 

(d 


<u  o 

Z H 


c 

3 

o 

•H 

0 

0 • 

JJ 

3 

JJ  • 

u 

3 

3 

3 * 

3 

JJ 

3 • 

O 

O 

OO  • 

Jj 

3 

3 • 

CL  3 

s ; 

0 

4J 

Jj 

00  • 

0 

a 

c • 

3 

1J  • 

u 

JJ 

Jj 

3 • 

o 

•pH 

0 

3 • 

3 

c 

4J 

—I  • 

3 

V • 

M 

3 

c * 

3 

Jj 

3 

•H  • 

a 

3 

> 

Jj 

a 

•pH 

- o 

3 

3 

3 -O 

3 

JJ 

O 

•H  3 

3 

3 

3 pH 

3 

0 

Jj 

a 

o 

3 

>% 

3 

3 3 

(—1 

3 

3 Jj 

Ou 

3 

O 

O *H 

O 

JJ 

•pH 

•H  ^ 

u 

0 

Jj 

o 

H 

Pj 

Ph 

o o o o o 

CO  O'  oo 

O'  sO  CO  CVJ  vO 


o o 
<r  o 

CO  m 


00  cn 


<r 

\D 


o o o o o 
vo  cvj  r**  o 

O'  00 

m v£)  00  CO 

<r  CM 


o o 

CM  O' 

CO  <r 


0)  

u o o o o o 

O TJ  *13  *0  *0  'O 
< 


0) 
C 00 

•H  « 
«}  ^ 
M t4 


£ 

Jj 

0%3 

•pH 

00 

Jj 

3 

3 

3 

3 

s: 

Jj  u 

M 

*0 

4J 

0 o 

00 

i-j  o 

3 

4H  4-1 

3 4J 

c 

C 

pj 

•H 

•^ 

3 

C C 

^ c 

tJ  U 

3 

>% 

Jj 

3 

a 

o o 

£ 

3 

CL  O 

C 

0 

O D 

X 

0 CJ 

3 

jj 

Jj 

o 

CJ 

0)  <D 
-C 

CO  C (A  C 
3 0 3 0 
CQ  H CQ  H 


0) 

> 

M 

CO 

J= 

0) 

a 


4J 

<0  (0 
o X 


u 

0) 

Xi 

E 

3 

2 


O 

T3 


E w 
U M 
(0  <D 
4^  U-l 


<0 


COO 
O J= 

TJ 

0)  *o  C 
^ c 

4J  <0 

XJ 

q]  M 
U 3 

o 

^ u 


o 

-o 


T3 

c 

3 

O 

fM 


M 

cO 

• • • * 

^ o o o o 

O *0  TO  *3  TO 

O 


M • 
3 O 
O *3 
X 


3 

3 

•pH 

JJ 

e 

c • • 

5 

c • 

d)  • • 

3 

O 

3 • 

£ • • 

s 

o 

3 • 

a • • 

o 

3 

•H  • 

o 

Jj 

^ 00 

3 • • 

3 

c 

or  • • 

4J 

CL 

3 

d)  • 

0 

jJ  3 

3 • 

C 

•H  ^ 

3 • • 

3 • 

u 

0 

CL  *H 

c • • 

3 • 

3 

•pH 

3 3 

3 ; ; 

3 • 

JJ 

O X) 

g 

o 

• 

Jj  • 

3 

D 

£ 3 

Jj  o • 

O 

c 

3 

L.  C 

3 0 • 

.D  • 

o 

3 3 

C JJ  • 

3 • 

3 

Jj 

4j 

•H  3 3 

pH  X> 

00 

a 

3 

X 3 a 

3 

3 

C 

u > o 

•-<  Li 

jrf 

3 3 

3 J-* 

3 *pH 

3 

JJ  pJ 

Z J O 

JJ  X 

> 

•H 

O 

0 

< 

z 

H 

H 

9 


_!/  Preliminary.  2./  Represents  the  current  interest  rate  in  effect  on  Jan.  1,  for  new  loans  by  the  Federal  Land  Banks  in  the  farmers 
respective  area. 
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